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The Work of the International Monetary Fund 


Mr. Ivar Rooth, Managing Director of the International 
Monetary Fund, on May 20 delivered an address at the 
Handelshochschule of the University of St. Gallen, Switzer- 
land. He reviewed the accomplishments of the Fund and 
the International Bank for Reconstruction and Develop- 
ment, emphasizing that these two organizations have been 
able to perform important and useful functions for their 
members, despite the fact that they have been operating 
in a world far different from that visualized in 1944, when 
their Articles of Agreement were written. 

“The monetary experience following World War I was 
probably the most important single factor that determined 
the character of the Fund. Immediately following that 
war there were extensive monetary disorders in a number 
of countries, with sharp fluctuations in exchange rates 
and the complete destruction of some currencies. 

“During the 1920’s, most countries managed to stabilize 
exchange rates, but the rates adopted were not always 
appropriate. This period of stabilization was almost 
immediately followed by problems of even greater mag- 
nitude resulting from the great depression of the early 
1930’s. Many countries were forced off the gold standard. 
The exchange mechanism that had been re-established in 
the 1920’s broke down once again. Competitive currency 
depreciation was practiced and a host of discriminatory 
monetary devices were invented and used. These practices 
intensified the decline in world trade and undoubtedly 
made the depression more severe and retarded recovery. 

“One of the principal objectives that the Fund was 
intended to achieve was the avoidance of any repetition of 
this experience of the 1920’s and 1930's in the transition 
from war to peace after World War II. The Fund was 
to act as a center for collaboration between its members. 
It was to promote exchange stability. Exchange restric- 
tions on current international transactions were ultimately 
to be eliminated. And the exchange weapons of economic 
warfare were to be abolished. To help its members to 
reach these goals, the Fund was supplied with the 
equivalent of more than 8 billion dollars in gold and 
members’ currencies to be used for short-term stabiliza- 
tion operations.” 

Mr. Rooth then outlined the organization of the Fund, 
which now has 56 members, and described the responsi- 
bilities of its Board of Governors and its Executive Board. 

“The Fund Agreement constitutes a code of behavior 
for its members. This code recognizes the importance of 


exchange rates to trade and payments relationships, and 
makes the establishment and modification of exchange 
rates a matter of international responsibility. Members 
agree with the Fund on par values, and a member that 
wishes to change its par value by more than an initial 
10 per cent must obtain the concurrence of the Fund. 
Members are obligated to maintain stable rates of ex- 
change based on these par values. They are not to permit 
rates to vary by more than 1 per cent on either side of 
the par values. Similarly, countries with multiple 
exchange rates are obliged to consult the Fund and obtain 
its approval before changing any of these rates, establish- 
ing new ones, or changing the categories of transactions 
to which the different rates apply. By and large, exchange 
adjustments since the Fund was established have been 
conducted in an orderly fashion. 

“The Fund stands for stability of rates and orderly 
changes in rates, but not for rigid rates that are to be 
permanently frozen. When a par value has become inap- 
propriate because of changes in the economic position of 
a country, the Fund encourages a change to correct the 
fundamental disequilibrium that has come into being. 
Since the Fund was established, there has been a remark- 
able absence of friction in the economic relations of its 
members arising out of adjustments of exchange rates, 
and competitive devaluation of currencies has been 
avoided. 

“Even when countries have felt that they were no 
longer in a position to maintain fixed rates of exchange 
that move only within the narrow margins prescribed by 
the Fund’s rules, they have consulted the Fund, and have 
explained in detail the difficulties that they face. The 
Fund has raised no objection to the fluctuating exchange 
rates of Canada and Peru. In fact, the relationship of 
Peru to the Fund is an outstanding example of this kind. 
Several years ago Peru abolished all exchange restrictions 
and virtually all of its import restrictions. As their 
monetary reserves were very limited, the Peruvian 
authorities believed that a policy of this kind could not 
be safely maintained unless the exchange rate was allowed 
to fluctuate. The Fund did not object. Last winter, how- 
ever, the movements of the exchange rate in the market, 
which is entirely free, became a disturbing factor. This 
was due to several causes. One important cause was the 
fact that new investment was in excess of the resources 
available to the country, including the capital it could get 
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from abroad. The Peruvian authorities wished to estab- 
lish a greater degree of stability. They contacted the 
Fund informally and confidentially. A team of Fund 
experts then went to Peru to examine the situation. Peru 
embarked upon a program of economic stabilization. The 
Fund was prepared to back the program with a sub- 
stantial stand-by arrangement. This arrangement was 
worked out at the same time that Peru negotiated a 
stabilization agreement with the U.S. Treasury and a line 
of credit with a New York bank. 

“Most Fund members have had elaborate exchange 
controls for many years and use them as an important 
means of dealing with their balance of payments problems 
and other economic difficulties. One of the Fund’s princi- 
pal goals is ultimately to bring about the removal of all 
these restrictions on current international payments. The 
achievement of this goal depends primarily upon the 
policies followed by the members themselves. Internal 
financial stability is the essential prerequisite to freedom 
in exchange transactions. Since the war, the greatest 
problem that countries have faced in trying to bring 
about internal financial stability has been the elimina- 
tion of inflation. When the money supply grows more 
rapidly than the production of goods for consumption, 
export, and investment, prices rise. Consequently, the 
excessive demand created by the inflated money supply 
exerts pressure on the balance of payments through an 
increased demand for imported goods. During the post- 
war period, inflationary pressures have arisen from 
central bank financing of government deficits, sometimes 
as the result of over-ambitious reconstruction and devel- 
opment programs, and from extensive bank credit which 
the monetary policies adopted in many countries have 
not sufficiently kept in check. The Fund has, throughout 
this period, consistently urged its members to adopt 
budgetary and credit policies of a kind that will terminate 
inflationary pressures. 

“The Fund can advise and assist its members to bring 
about internal financial stability, but only the actions of 
the governments themselves can accomplish this end. 
Until inflationary pressures are eliminated, a country will 
find itself in continual balance of payments difficulties, 
and the excess demand for imports will have to be 
checked in one way or another. Exchange restrictions 
have been one of the most widely used techniques for 
suppressing the demand for imports. 

“The basic principle of the Fund Agreement in regard 
to exchange restrictions is that their imposition and modi- 
fication is, like exchange rates, a matter of international 
concern and international responsibility.” The Fund 
Agreement recognized that, in the difficult period that 
would follow World War II, certain transitional arrange- 
ments would be essential; but it made provision for con- 
sultations between the Fund and its members concerning 
the retention of exchange restrictions under these transi- 
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tional arrangements. Members maintaining such restric- 
tions have since 1952 been consulting the Fund regarding 
their continuation. 

“We have been trying in the course of the annual con- 
sultations on exchange restrictions to increase the aware- 
ness of governments of the necessity for an economy 
balanced internally as a prerequisite to free exchange 
transactions and convertibility of currencies. During the 
first series of annual consultations in 1952, we found 
many countries so preoccupied with pressing internal 
and external problems that they were unable to consider 
the substantial relaxation of exchange restrictions or the 
achievement of convertibility of currencies as a realistic 
possibility within the foreseeable future. However, a 
number of major trading nations now seem to regard the 
achievement of convertibility or a significant diminution 
of exchange restrictions as both desirable and practical 
objectives for the not-too-distant future. The Fund will 
continue to urge its members to move in this direction. 

“Side by side with its responsibilities for exchange 
rates and exchange restrictions, the Fund is the custodian 
of assets whose aggregate value is the equivalent of 
$8.7 billion. These resources are intended to be used by 
members for short-term assistance in meeting deficits in 
their balance of payments on current account. It is 
intended that members should use assistance from the 
Fund in the same way that they use their own monetary 
reserves, that is, to meet the inevitable fluctuations in their 
external payments positions so as to avoid having to 
make, every time there is a change in the trade or pay- 
ments pattern, adjustments in policy that are sometimes 
difficult. Use of the country’s own reserves and help 
from the Fund can give a country time to make adjust- 
ments gradually or to avoid changes in policy which 
after a brief period might prove to have been unnecessary. 

“The Fund is often referred to as a central bank of 
the central banks. That is correct in the sense that we 
deal only with member governments and their central 
banks. But we are not a bank that may give credits to 
its members along the lines normally followed by central 
banks or other banks. Nor do we invest our money to 
earn interest. All our assets are in gold, noninterest- 
bearing notes of the member governments, and in 
noninterest-bearing checking accounts with the central 
banks in the member countries. The financial assistance 
that a member gets from the Fund takes the following 
form: The member buys the currency it needs, be it 
dollars, sterling, or another currency, from the Fund, 
and credits the Fund’s accounts at its central bank with 
the corresponding amount of its own currency. The 
member repays by repurchasing its own currency from 
the Fund with gold or dollars. Each time a member 
draws on the Fund it has to pay a fee of 1% of 1 per cent. 
If the Fund has more of a member’s currency than 100 
per cent of its quota, the member also has to pay interest 
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on the amount in excess of the quota. These drawings 
may not normally exceed 25 per cent of any member’s 
quota in a single year. Nor are they to exceed for any 
member a total equivalent to its quota. The Fund has, 
however, authority to waive these limits in special 
cases and has done so on several occasions in recent 
years. The waivers granted have related to the limit of 
25 per cent annually and not to the limitation on total 
transactions. Drawings are not effected automatically. The 
Fund has the right to review requests for these credits. 
The credits may be used only to meet payments deficits 
that are temporary in character. The policies of the Fund 
regarding the use of its resources by its members have 
changed several times in the past and will, undoubtedly, 
be changed from time to time in the future. Adjustments 
are made in these policies as the international economic 
climate changes, as old problems are resolved and new 
problems arise for Fund members, and as greater insight 
is gained into the activities in which the Fund can engage 
that are likely to be most appropriate and helpful for the 
membership as a whole.” 

Mr. Rooth then outlined briefly the drawings by mem- 
bers since the Fund began exchange transactions in 
March 1947, the members’ repurchase obligations, and 
the repayments that have been made. “Our resources 
constitute a second line of reserves for our members. 
Thus, the central problem for the Fund in developing its 
policy regarding use of its resources has been to give 
members an assurance that, when they need temporary 


Europe 


Reduction in Bank of England Discount Rate 


The Bank of England announced a reduction in the 
Bank Rate from 31% per cent to 3 per cent on May 13. 
This is the rate at which the Bank will discount prime 
commercial bills and lend to the discount market against 
Treasury Bills for a minimum period of 7 days. All 
other interest rates in the United Kingdom, both long- 
term and short-term, are closely related to the Bank 
Rate. It was last changed in September 1953, when it was 
lowered from 4 per cent. 

The present reduction had been expected in London 
for some weeks. Interest rates abroad, especially in the 
United States, had fallen sharply; short-term money had 
therefore flowed to London and had caused some lower- 
ing of London rates, particularly the Treasury Bill rate. 
Furthermore, the budget speech (see this News Survey, 
Vol. VI, p. 333) had referred to the need for stimulating 
investment in private manufacturing industry. After the 
rate reduction was announced, stock prices advanced, but 
on a less pronounced scale than after the previous reduc- 
tion. Loan and bill rates were lowered in the money 
market, and the London Clearing Banks announced a 


balance of payments assistance and are following appro- 
priate policies, these resources will be available to them. 
With this in mind we have in recent years developed a 
series of policy decisions. Our members have been made 
fully aware that they are expected to repay amounts 
borrowed from the Fund within a time suited to their 
payments problem; that this period is not generally to 
exceed three years; and that the outside limit for the 
period of a loan is five years. Thus, members know that 
they cannot look to the Fund for long-term loans, but 
must arrange their policies in such a way that they will 
be able to repay the Fund in a relatively short time. 


“We have also taken steps to give members some 
assurance that our resources will be available to them 
under appropriate circumstances. For example, members 
can draw on the Fund up to an amount equal to the gold 
or dollars they have contributed to the Fund. We refer to 
this as our ‘gold tranche’ policy. Perhaps more impor- 
tant, however, is the system of stand-by arrangements. 
By a stand-by arrangement a member is assured that 
within a defined period of time it may draw from the 
Fund up to a fixed amount at any time at its own discre- 
tion. Usually the period is six months, but it can be, and 
in two cases has been, one year. With a stand-by arrange- 
ment a country can take somewhat greater risks regard- 
ing the maintenance or introduction of convertibility, or 
the relaxation of exchange restrictions and discrimina- 
tions, than would otherwise be possible.” 


Y% per cent cut in deposit rates. The effect on rates for 
bank advances is not yet known, since these differ ac- 
cording to the class of borrower and are subject to vary- 
ing minima. First class industrial borrowers may be able 
to borrow at 31% per cent instead of the previous 4 per 
cent. No immediate effect was discernible in the foreign 
exchange market, but sterling rates strengthened some- 
what in the following days. 

By lowering the Bank Rate in the late spring, when 
sterling is seasonally strong, and by following a previous 
drop in market discount rates, the U.K. authorities appear 
to be reverting to the practice of the period before the 
era of inflexible rates began in the 1930's. 


Sources: The Times, London, England, May 14, 1954; 


The Journal of Commerce, New York, N. Y., 
May 17, 1954. 


London Gold Market 


During the last week of April the turnover in the 
London Gold Market had apparently reached a new 
high level. It was estimated earlier to have been well 
above £1 million daily. Buying orders have come mainly 
from continental dealers and from countries in the Middle 
East and Far East, partly as a result of growing anxiety 
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about Indo-China and the opening of the Geneva Confer- 
ence. The price quoted on May 19 was £12 8s. 104d. per 


fine ounce. 


Sources: The Manchester Guardian, Manchester, Eng- 
land, April 29, 1954; The Journal of Commerce, 
New York, N. Y., May 20, 1954. 


Irish Government Securities 


In order to improve the marketability of its government 
securities, the Government of Eire, in cooperation with 
the Central Bank, has given facilities so that official 
government brokers may buy or sell government securi- 
ties. Investors will be assured that, after they have bought 
government securities, they will be able to dispose of their 
holdings in a free and flexible market. 

Source: The Financial Times, London, England, May 11, 
1954. 


Netherlands Convertibility 


In the 1953 Annual Report of the Netherlands Bank, 
Dr. Holtrop, President of the Bank, stated: “From a 
monetary and technical point of view, our country can 
indeed be considered as standing on the threshold of 
convertibility, but this does not imply that the threshold 
can be crossed by the Netherlands on its own. 

“Restoration of convertibility is not only a technical 
monetary problem; it is also a problem of general 
economic policy. The Netherlands is not an independent 
economic unit, but a country which more than almost 
any other country is connected to the world outside by 
very intensive trade. The order of magnitude of its annual 
international turnover of goods and services is the same 
as that of its national production; no more than 15 
per cent of that turnover is financed in convertible cur- 
rency. The independent restoration of convertibility by 
the Netherlands alone is, therefore, scarcely conceivable. 
The restoration of convertibility, in the sense attached 
to that word in the Netherlands, must include restoration 
of the so-called internal as well as of the so-called external 
convertibility; that is, it must cover both the right of 
residents to dispose freely of convertible currencies (dol- 
lars) and the right of nonresidents to convert their guilder 
claims into dollars. None of these freedoms should be 
frustrated by exchange restrictions or quantitative import 
barriers. It is not necessary that freedom to dispose of 
dollars should be extended also to capital transactions. 
One can think very well of convertibility that is limited 
to current transactions and continues to subject capital 
transactions to restriction. 

“The independent restoration of convertibility on cur- 
rent account would confront the Netherlands with the 
choice of either continuing its membership in EPU with 
the unavoidable consequence of a progressive deteriora- 
tion of its foreign exchange reserves, or terminating its 
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membership and consequently exposing itself to dis- 
criminatory treatment of its exports by major trading 
partners. Both alternatives are unacceptable: the first 
for purely monetary and technical reasons; the second 
because of general economic considerations—the depend- 
ence of the Netherlands on exports to neighboring coun- 
tries is too great. 

“It is for similar reasons that Switzerland has decided 
to be convertible only in relation to other countries with 
convertible currencies, maintaining, for good reasons of 
economic welfare policy, a system of restricted payments 
in relation to inconvertible countries. Nevertheless, no one 
can doubt that from a monetary point of view Switzer- 
land is strong enough to enter into over-all convertibility. 


“This also is the extreme limit to which the Netherlands 
by itself could go. Our country, as a member of an 
international community, finds itself limited to a certain 
extent in its freedom of action. It cannot go farther than 
the limit to which that community is able and prepared 
to go. It is uncertain whether 1954 will unite a sufficiently 
large number of countries on the threshold of convertibil- 
ity, so that the step to a freer trade and payments system 
may be undertaken collectively. There is much talk about 
convertibility, but the word does not always have the 
same meaning for everyone. There has been no evidence 
of a general preparedness to establish internal as well 
as external convertibility and, at the same time, to accept 
the rules of the game without which the durability of 
the new payments system could not be guaranteed. This 
preparedness can hardly be expected as long as no further 
progress is made in the internal monetary restoration 
of various countries.” 


Source: Nederlandsche Bank, Verslag over het Jaar 1953, 
Amsterdam, Netherlands, May 1954. 


Abolition of Swiss Gold Tax 


Effective May 15, the Swiss Ministry of Finance has 
abolished the 4 per cent turnover tax on transactions in 
monetary gold (gold coins and bars). The tax on transac- 
tions in gold with a fineness of less than 9/10, i.e., in- 
dustrial gold, has been maintained. 

Source: Agence Economique et Financiére, Brussels, Bel- 


gium, May 12, 1954. 


Finnish Foreign Exchange Reserves 


Finland’s foreign exchange reserves rose from 16,100 
million markkas (US$70 million) at the end of 1952 to 
27,900 million markkas (US$121 million) at the end of 
1953. More important than the increase in reserves was 
the change in their position, which improved consider- 
ably the over-all payments position. Gold and dollar 
holdings rose from 9,400 million markkas ($41 million) 
to 13,200 million markkas ($57 million). Net holdings 
of EPU currencies amounted to 4,200 million markkas 
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($18 million), which was a net improvement of 13,400 
million markkas during the year. On the other hand, 
holdings of Eastern European currencies decreased from 
12,500 million to 11,200 million markkas ($49 million). 

Foreign exchange holdings continued to rise during the 
first quarter of 1954, the net reserve amounting to 30,600 
million markkas ($133 million) at the end of March. 
Gold and dollar holdings showed practically no change; 
EPU currencies increased to 5,900 million markkas 
($26 million); and Eastern European currencies rose 
to 13,200 million markkas ($57 million). The net increase 
in holdings of EPU currencies was a result chiefly of 
an increase in the balance in sterling and Swedish kronor, 
a decrease by DM 4 million in the clearing debt to 
Western Germany, and repayment of almost all of the 
1,300 million French francs that were due. 

The favorable developments this year do not imply 
any change, however, in the traditional deficit in the 
trade balance, which is normal in the first quarter of the 
year. The trade deficit in the first quarter of 1954 was 
about the same as in the corresponding quarter last year, 
but the pressure on exchange reserves was reduced be- 
cause imports were financed in part by long-term and 
short-term credit; also, prepayments for this year’s ex- 
ports (mainly of sawn and round timber) that were re- 
ceived by the end of March totaled 3,400 million markkas, 
or nearly twice the amount that had been received by the 
end of March 1953. 

Source: Bank of Finland, Monthly Bulletin, Helsinki, 
Finland, April 1954. 


New Greek Currency Unit 


On May 1, Greece introduced a new currency unit, one 
“new” drachma being equal to 1,000 “old” drachmas. 
All prices and claims expressed in terms of money have 
been simultaneously adjusted in the same ratio. The 
omission of three zeros from the previous currency unit 
is a mere arithmetical operation and a matter of con- 
venience, having no economic implications. 


The Greek authorities have started to issue new bank- 
notes in denominations of 10, 20, and 50 “new” drachmas, 
which will gradually replace the “old” notes now in 
circulation (see this News Survey, Vol. VI, p. 298). It 
is also reported that, for the first time since the war, 
Greek coins will be issued in July, in denominations of 
5, 10, 20, and 50 “new” drachmas, as well as 5, 10, 20, 
and 50 “new” lepta. The subsidiary coin (100 lepta equal 
1 drachma) had lost its value during the postwar in- 
flationary period, but as a result of the new measures it 
will regain its monetary function. 


The exchange rate of the Greek currency has now been 


changed from 30,000 drachmas per U.S. dollar to 30 
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drachmas, and drachma quotations for other currencies 

have been adjusted in the same proportion. 

Sources: Royal Greek Embassy, Hellenic News (in 
Greek), Washington, D. C., May 3, 1954; Neue 


Ziircher Zeitung, Ziirich, Switzerland, May 6, 
1954. 


Transfer of German Blocked Marks 


As of March 31, 1954, blocked mark balances may be 
transferred at the official rate from Germany to all coun- 
tries with which Germany has concluded payments agree- 
ments. Creditors with residence in the dollar area may 
liquidate their blocked mark balances by accepting a 
transfer in any EPU currency or currency of a bilateral 
payments agreement country. 


The total amount of blocked mark balances at the end 
of March was DM 778 million, of which roughly three 
fifths were original blocked marks and roughly two fifths 
were acquired blocked marks. 

About DM 160 million was in the so-called “small 
accounts” (below DM 10,000), whose transfer had been 
liberalized in January 1954 (see this News Survey, 
Vol. VI, p. 225); therefore the more recent measure in- 
volves about DM 600 million. By far the larger part of 
these blocked mark balances belongs to creditors in EPU 
countries; only about one third belongs to residents of 
the dollar area. 


In arriving at the decision concerning the new liberal- 
ization of blocked mark balances, the Government’s ex- 
perience that only part of the transfer possibilities was 
actually used has been as important as the consideration 
of Germany’s strong surplus position in EPU. 

The transfer of blocked mark balances to the dollar 
area has been authorized so far only for “small accounts;” 
authorization is still withheld for the remaining DM 190 
million. The reason for this discrimination against the 
dollar area is hard to understand, since the amount in- 
volved is relatively small—under US$50 million—and 
actual transfers would probably be even less. It is there- 
fore likely that this restriction will be lifted soon. 


Germany has continued to increase her foreign ex- 
change holdings, which at present exceed DM 9 billion, 
or roughly 80 per cent of the monetary circulation. The 
payments surplus in the first quarter of 1954 amounted 
to $290 million, i.e., $31 million less than in the last 
quarter of 1953, as debt payments and current capital 
transfers were considerably higher than in the final 
quarter of 1953. However, in the first quarter of 1954, 
the current surplus on goods and services was $272 mil- 
lion, exceeding the surplus of the last quarter of 1953 
by $12 million. 

So far, the different transfer possibilities that have 
been made available since the autumn of 1953 have been 
used only partly: for example, of a volume of approxi- 
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mately $40 million of “small DM accounts,” only about 
one fifth has been transferred. This is a good example 
of the old experience that the demand for economic 
goods—in this case, blocked marks—falls when restric- 
tions and controls have been abolished. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 


May 8, 1954. 


Middle East 
Egyptian Pound Quotations 


The average published percentage premiums in March 
and April for sterling, the U.S. dollar, and the deutsche 
mark in Cairo in the “import entitlement accounts” 
were as follows: 


March April 

(per cent) 
SN et i, 3.801 2.893 
U.S. dollar _.... 7.124 5.089 
Deutsche mark __.. 5.041 3.554 


The average published quotations for the “export 
pound” in Beirut and Ziirich during the same months 
were as follows: 


March April 
Beirut (in Lebanese pounds 
per Egyptian pound) ___. 8.68 8.69 
Ziirich (in U.S. dollars per 
Egyptian pound) _...... 2.63 2.63 


Sources: Al Ahram, Cairo, Egypt, various issues. 


Israel's Trade Agreements 


An agreement signed recently by Israel and Italy, 
for the calendar year 1954, provides mainly for exports 
from Israel of raw wool, potash, phosphates, industrial 
diamonds, and cement, valued at US$3 million, and im- 
ports from Italy of agricultural products, semimanufac- 
tured goods, fuels, and machine parts, valued at $9 
million. 

An agreement between Israel and Finland, the fifth 
between the two countries, covers exports and imports 
of $6.3 million each during 1954. Israel’s exports in- 
clude mainly citrus fruits, motor cars, tires, and chemicals, 
while Finland’s exports are primarily paper products, 
timber, and metal goods. 

An Israel-Netherlands agreement provides for Israel 
exports of citrus fruits and certain industrial goods 
against imports of milk powder, chemicals, and machin- 
ery. This agreement is for an indefinite period, but pro- 
vides that Israel’s exports in 1954 will be $3.3 million 
against imports of $4.2 million from the Netherlands. 
Sources: Israel Office of Information, /srael Digest, New 

York, N. Y., April 16 and 26, 1954. 


U.S. Grant fo Iran 


Press reports indicate that the U.S. Government has 
advanced a further grant of $9 million to the Iranian 
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Government to help the latter to meet its current budget 
deficit. This brings to $60 million the total of U.S. aid 
to Iran since August 1953 (see this News Survey, Vol. VI, 
p- 313). 


Source: Ettela’at, Teheran, Iran, May 9, 1954. 


Far East 
Indian Rice Exports 


India’s Minister of Food has stated that the country is 
now in a position to export 500,000 tons of rice, since 
production in 1953-54 exceeded domestic needs, and the 
imports of 900,000 tons expected from Burma would 
greatly improve the stock position. Before World War I, 
India exported about 250,000 tons of rice annually to 
Ceylon, the United Kingdom, Canada, and other coun- 
tries. Attempts are being made to renew the exports of 
fine quality rice to Europe. Ceylon has recently asked for 
10,000 tons of Indian rice. As most of the other import- 
ing countries have already made other commitments to 
meet their import needs, India will be satisfied if she 
can export 60,000 tons in the current year. 

Sources: The Times, London, England, May 4, 1954; 
The Statesman (Overseas Edition), Calcutta, 
India, May 8, 1954. 


Loan Plan of Japan Development Bank 


The loan plan of the Japanese Government for the 
current fiscal year provides for loans of ¥ 63.5 billion 
(US$176 million) to key industries, through the Devel- 
opment Bank of Japan; this figure is sharply below the 
¥ 86 billion that had been appropriated for the previous 
fiscal year. 

Together with the Development Bank’s Loan Plan, the 
Government has decided to appropriate ¥ 32.5 billion for 
the Agricultural, Forestry, and Fishery Finance Corpora- 
tion in order to increase food production, to maintain 
forestry resources, and to develop fishery resources, and 
¥ 19 billion for the Small Business Finance Corporation 
to help promote rationalization of small-scale enterprises. 
Source: Bank of Tokyo, Weekly Review of Economic 

Affairs in Japan, Tokyo, Japan, May 1, 1954. 


United States 


U.S. Gross National Product 


U.S. national output declined by $5.7 billion, or 144 per 
cent, in the first quarter of 1954, to an annual rate of 
$357.8 billion, which is 3.7 per cent below the peak rate 
of $371.4 billion in the second quarter of 1953. The 
largest declines in the first quarter of this year were in 
private investment and government purchases. While new 
construction rose, and expenditures on plant and equip- 
ment fell by $1.3 billion, inventories were liquidated at 
an annual rate of almost $5 billion. Federal Government 
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purchases fell by $4.4 billion, with declines both in na- 
tional security and in other spending. Partly offsetting 
this decline was an $800 million rise in state and local 
purchases. 




















Personal consumption expenditures declined by only 
$200 million in the first quarter. Expenditures on dur- 
able goods fell by almost $1 billion, but this decline 
was largely offset by an increase in spending for services. 
Expenditures for nondurables were unchanged. 
Source: The Journal of Commerce, New York, N. Y., 

May 14, 1954. 


U.S. Foreign Trade 

U.S. exports totaled $3.4 billion in the first quarter of 
1954—about 13 per cent below the comparable 1953 
period. The decline was due largely to a sharp fall in 
shipments of military aid items, which amounted to 
$557 million during the quarter, or 37 per cent below 
shipments in the corresponding 1953 period. Commercial 
exports fell by only about 5 per cent. Imports totaled 
$2.5 billion for the quarter, about 10 per cent below the 
first quarter of 1953. The export balance, excluding 
military shipments, was $337 million for the 1954 quar- 
ter, compared with $211 million a year earlier. 
Source: The Wall Street Journal, New York, N. Y., 

May 12, 1954. 













































































U.S. Butter Surplus 

The U.S. Department of Agriculture has offered its 
entire surplus of 360 million pounds of butter for com- 
mercial sale for export on a competitive basis. Accept- 
ances will be at prices comparable to world market 
prices. This offer follows earlier offers of large quantities 
of cottonseed and linseed oil, which have been selling 
well at prices far below the domestic market. No sales 
have been made in response to offers of dried milk and 
cheddar cheese, however, as exporters contend that prices 
are too high to compete with those of other exporting 
countries. 
Source: The Journal of Commerce, New York, N. Y., 

May 7, 1954. 



















Latin America 






Cotton Production in Colombia 

Cotton production in Colombia during 1954 is esti- 
mated at 80,000 bales (of 500 pounds gross), compared 
with 78,000 bales last year and 47,000 in 1952. Annual 
cotton consumption in Colombia averages approximately 
128,000 bales. Colombian mills are required to buy a 
quota of domestic cotton before any purchase of im- 
ported cotton is permitted. Total cotton imports last 
year were 73,000 bales. 
Source: Department of Agriculture, Foreign Crops and 


Markets, Washington, D. C., May 19, 1954. 













Economic Developments in Argentina 

The 1953 Annual Report of the Central Bank of Ar- 
gentina points out that the year’s outstanding features 
were the recovery of agriculture from the 1952 production 
crisis and some monetary improvement. Bumper grain 
crops made it possible to restore a normal flow of exports, 
and international reserves were strengthened. These de- 
velopments were due to a flexible exchange policy and 
bilateral trade policies. The stabilization of domestic 
prices and wages in 1953 created favorable conditions 
for expanding economic activities and savings; and a 
selective credit policy channeled financial resources to 
the production of goods and services most useful to the 
national economy. 

The 1952-53 wheat crop, and also the crops of oats, 
barley, and rye, were the largest of the postwar period; 
the maize harvest, although less than in the years 1945-48, 
was considerably above 1949-52; and the other crops 
(except sunflower seed) also were higher than in 1951-52. 
Preliminary estimates for 1953-54 indicate that the crops 
will not equal those of 1952-53, but they are expected 
to be large enough to leave substantial surpluses for 
export. The increases are attributed to official price 
and credit policies and to favorable climatic conditions. 
The prices paid to farmers by the Trade Promotion 
Institute (IAPI), a government agency which markets 
most of the Argentine produce abroad, had been increased 
considerably in 1952-53 and were maintained unchanged 
in 1953-54, despite the drop in international prices of 
cereals. This was in accordance with the Government’s 
policy of maintaining farmers’ income through remunera- 
tive domestic prices regardless of price fluctuations of 
primary commodities in world markets. 

Livestock raising in 1953 recovered somewhat from 
the effects of two successive droughts; liberal credit fa- 
cilities extended by the state banks, higher prices. and 
some curtailment of domestic meat consumption con- 
tributed to this improvement. 

Industrial production did not begin to improve until 
late in the year; the general index of physical output for 
the entire year was 138.1 (1943 = 100), 2.3 per cent 
below the 1952 index and 8.4 per cent less than the index 
for 1951. Since high farm income and expenditures 
associated with the Government’s second Five Year Plan, 
launched in 1953, began to increase considerably the 
demand for products of the processing and manufacturing 
industries, continued improvement in industrial produc- 
tion is expected in 1954. 

The total quantity of exports shipped in 1953 (7.2 mil- 
lion metric tons) was almost two and one-half times the 
1952 volume; grain shipments increased fourfold and 
such exports as wool and dairy products also increased 
substantially. The value of exports was equivalent to 
5.7 billion pesos (at the rate of 5 pesos per U.S. dollar), 
against 3.5 billion pesos in 1952 and 5.9 billion pesos in 
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1951. Higher exchange rates for certain products and 
the negotiation of a number of commercial agreements 
helped the marketing of exports. Imports, on the other 
hand, were subject to selective restrictions; their volume 
dropped to 9 million metric tons, from 11 million metric 
tons in 1952, and their value was 4.3 billion pesos, against 
6 billion pesos in 1952 (at the 5 peso rate). The composi- 
tion of imports evidenced the selective criteria applied 
in their licensing by the Central Bank: raw and semi- 
processed materials for domestic industries accounted for 
45 per cent of the value of import licenses; fuels and 
lubricants for 23 per cent; machinery, equipment, and 
accessories for 17 per cent; transport equipment for 6 per 
cent; consumers’ goods for 9 per cent. 


In its international transactions in 1953, Argentina had 
a net surplus of 1,771 million pesos, in contrast to a net 
deficit of 1,890 million pesos in 1952 ($354 million and 
$378 million, respectively, at the rate of 5 pesos per U.S. 
dollar used by the Argentine Central Bank for balance 
of payments computations). International reserves in- 
creased correspondingly. The surplus in U.S. dollars and 
other convertible currencies amounted to 484 million 
pesos, and the “clearing agreement” sector had a surplus 
of 1,287 million pesos. With the exception of Germany, 
Argentina improved her payments position with all 
countries with which payments agreements were in force 
during 1953, and was able to repay a sizable part of the 
debts accumulated under gome of these agreements during 
1951 and 1952. At the end of 1953, its largest debtor 
balance was with Italy (413 million pesos), and the 
largest creditor balance consisted of sterling equivalent 
to 368 million pesos. The agreement account with Ger- 
many, which had a 65 million peso balance in favor of 
Argentina at the end of 1952, showed a balance of 117 
million pesos against Argentina at the end of 1953. 


The money supply (currency held by the public plus 
sight deposits of the Government and individuals) in- 
creased in 1953 by 8.8 billion pesos, or 24 per cent, to 
44.6 billion pesos. (The rate of expansion was 12 per 
cent in 1952, 20 per cent in 1951, and 23 per cent in 
1949-50.) Internal factors accounted for 6.5 billion pesos 
and external factors for 2.3 billion pesos of the total 1955 
expansion. Total loans and investments of the banking 
system increased by 8.6 billion pesos, or 18 per cent, to 
a total outstanding of 58.2 billion pesos; of the total in- 
crease, 5.1 billion pesos were loans to the private sector 
and 3.4 billion pesos were loans to the public sector of the 
economy or investments in government bonds. Bank de- 
posits expanded by 7.5 billion pesos, to 35.2 billion 
pesos. An increase of 2.3 billion pesos in time and 
savings deposits was considerably more than the increase 


(1.7 billion pesos) in 1952. 


Source: Banco Central de la Repablica Argentina, Memo- 
ria Anual 1953, Buenos Aires, Argentina, 1954. 
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Other Countries 
Australian Wool Sales 


The quantity of wool sold at Australian auctions during 
the nine months ended March 31, 1954 was 3,135,666 
bales, which exceeds the quantity sold during the corre- 
sponding period of any previous season since World 
War II. As the quantity of wool in store awaiting sale 
at the end of March was, therefore, unusually small, the 
Easter adjournment of sales was prolonged, and they were 
not to be resumed until April 26. The main price move- 
ment just before the Easter adjournment was an increase 
of about 5 per cent for comebacks and crossbreds. Small 
advances were also recorded for practically all good 
merino wools, but the finer the fleece the smaller was the 
price rise. 

Source: The National Bank of Australasia Limited, Wool 
Letter, Melbourne, Australia, April 24, 1954. 


Southern Rhodesia’s Mineral Output 


The value of Southern Rhodesia’s mineral output de- 
clined in the first quarter of 1954 for the first time in 
several years; the first quarter figure was £4.6 million, 
against £4.8 million in the corresponding period of 1953. 

Output of asbestos fell by 10 per cent, while its aggre- 
gate value dropped by 18 per cent. The average price 
of asbestos at the mine was £75 12s. per ton, nearly £7 
per ton less than the price in the first quarter of 1953; 
as a result, some marginal mines had to close down. The 
average price of tungsten concentrates fell from £955 per 
ton to £715. On the other hand, both the value and the 
volume of chrome ore production rose, and an increase 
of more than 8,000 fine ounces in gold output more than 
canceled the effect of the disappearance of the gold prem- 
ium market. Gold output during the first quarter of 1954 
was 129,133 fine ounces, valued at £1,608,073, compared 
with last year’s figures of 121,114 ounces and £1,594,542. 
Source: The Financial Times, London, England, May 11, 

1954. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

| The Secretary 


INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D.C. 
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